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CONSTRUCTION DEED OF TRUST 6 é QL/C/ L €2

DATE: October 1, 2001

Reference # (if appllcable) 1050000655 Additional onpage ___
Grantor(s):

1. Ellis, Jchn

2, Ellis, Shannon *. "

Grantee(s)
1. Horizon Bank ; -
2. Westward Financial Serv:ces Inc. Trustee

Legal Description: Lot 1, Dukes Hill EstatES Additional on page 2
Assessor's Tax Parcel ID#; 4192—000—001—0009

THIS DEED OF TRUST is dated October 1, 2001, .among John Ellis and Shannon Ellis;
husband and wife ("Grantor"); Horizon Bank, whose mailing address is Cornwall Office, 1500
Cornwall/PO Box 580, Bellingham, WA  98227-0580 ‘(referred to below sometimes as
"Lender" and sometimes as "Beneficiary"); and Westward Financial Services Inc, whose
mailing address is 1500 Cornwall Avenue, Bellmgham WA 98225 (referred to below as
"Trustee"). _ :
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JCONVEYANCE AND GRANT. For valuable consideration, Granior conveys to Trustee In trust with power of sale, right
“of entry and possession and for the benefit of Lender as Beneficlary, all of Grantor's right, tite, and interest in and to the
*following deseribed real property, together with all existing or subsequently erected or affixed bulldings, improvements and
fixtures;.all easements, rights of way, and appurtenances; all water, water rights and ditch rights (including stock in utilities
with: ditch or irigation rights); and ail other rights, royaltias, and profits relating to the real property, including without limitation
all minerals, oil,‘gas, geothermal and similar matters, (the "Real Property") located in Skagit County, State

of Washington: .

Lot 1, Dukes*Hill Estates, according to the plat thereof recorded in Volume 10 of plats,
page 22, records of Skagit County, Washington.

The Real"Propett‘y (_ir- lts address is commonly known as NHN Sapp Rd, Sedro Woolley, WA
98284. The Real Property tax identification number is 4192-000-001-0009.

Grantor hereby assigns as securityto Lender, all of Grantor's right, fitle, and intarest in and to all Isases, Rents, and profits of
the Property. This assignment is recorded in accordance with RCW 65.08.070; the lien created by this assignment is intended
to be specific, perfected and.choalé upoen the recording of this Deed of Trust. Lender grants to Grantor a license to collect
the Rents and profits, which license may be revoked al Lender's opfion and shall be automatically revoked upon acceleration
of all or part of the Indebledngss.

THIS DEED OF TRUST, {NCLUDING THE: ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN THE RENTS
AND PERSONAL PROPERTY; IS GIVEN. TO SECURE (A) PAYMENT OF THE INDEBTEDNESS AND (B)
PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED DOCUMENTS, AND THIS DEED
OF TRUST. THIS DEED OF TRUST 1S GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:

PAYMENT AND PERFORMANCE. Except as ofherwise provided in this Deed of Trust, Grantor shal pay to Lender al
amounts secured by this Dead of Trust as they become due, and shall strictly and in a timely manner perform all of Grantor's
obligations under the Note, this Deed of__TrUs;.-*énd the Related Documents.

POSSESSION AND MAINTENANCE QF THE PRQPER‘[Y. Grantor agrees that Grantor's possession and use of the Property
shall be governad by the following provisions:~  .»*

Possession and Use. Until the occurrence. of.an Event of Default, Grantor may (1) remain in possession and control of
the Property; {2) use, operate or manage the Property; and (3) collect the Renis {rom the Property (this privilege is a
license from Lender to Grantor automatically revoked-upon default). The followlng provisions relate to the use of the
Properly or to other limitations on the Properly: The‘Real Property is not used principally for agricultural purposes.

Duty to Maintain. Grantor shall maintéiri" the Property in tenantable condition and promptly perform all repairs,
replacements, and maintenance necessary fo-presarve its value.

Compliance With Environmental Laws. Grantor represents and warrants to Lender that: (1) During the period of
Grantor's ownership of the Properly, there has:been no use, generation, manufacture, storage, treatment, disposal,
release or threalened release of any Hazardous Substance by any:person on, under, about or from the Property; (2)
Grantor has no knowledge of, or reason to believe that there-has been, except as previously disclosed to and
acknowledged by Lender in writing, {a) any breach or viclation of ‘any Environmental Laws, (b) any use, generation,
manufacture, storage, treatment, disposal, release or threatenad release of any Hazardous Substance on, under, about
or from the Property by any prier owners or occupants, of the Property, or (¢) any actual or threatened litigation or
claims of any kind by any person relating to such matters;'and (3). Except as previously disclosed to and acknowledged
by Lender in writing, (&) neither Grantor nor any tenant, contracter,-agent-or other authorized user of the Property shall
use, generale, manufacture, store, treat, dispose of or release-any Hazardous'Substance on, under, about or from the
Property; and (b) any such activily shall be conducted in compliance with all appficable federal, state, and focal laws,
regulations and ordinances, including without limitation all Environmental Laws. Grantor authorizes Lender and its
agents 1o enter upon the Property to make such inspections and tests, at Grantor's expense, as Lender may deem
appropriate to determine compliance of the Preperty with this section of the Deed of Trust. Any inspections or fests
made by Lender shall be for Lender’s purposes only and shall not be construed to.creale any responsibility or liabillty on
the part of Lender to Grantor or to any other person. The representations and warranties, contained herein are based on
Grantor's due diligence in investigaling the Property for Hazardous Substances. Grantor hereby (1) releases and
walves any future claims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or
other costs under any such laws; and (2) agrees to indemnify and hold harmless Lender against any and all claims,
losses, liabilities, damages, penalties, and expenses which Lender may ditectly or indirectly sustain or suffer resulting
from a breach of this section of the Deed of Trust or as a consequence of any-use, generation, manufaciure, storage,
disposal, release or threalensd release occurring prior to Grantor's ownership or.intérestin the Property, whether or not
the same was or should have been known to Grantor. The provisions of this section.of the Deed of Trust, including the
obligation to indemnity, shall survive the payment of the Indebledness and the satisfaction and reconveyancs of the lien
of this Deed of Trust and shall not be affected by Lender's acquisition of any interest in the Property, whether by
foreclosure or otherwise. LR

Nuisance, Waste. Grantor shall not cause, conduct or permit any nuisance nor commit, parmiit, or-suffer any stripping of
or waste on or to the Property or any porlion of the Property. Without limiting the generality of the foregeing, Grantor will
not remove, or grant to any other party the right to remove, any timber, minerals (including oil ‘and gas), coal, clay,
scoria, soil, gravel or rock products without Lender’s prior written consent. S e

Removal of Improvements. Grantor shall not demolish or remove any Improvements from the ﬁéal RProperty without
Lender's prior written consent. As a condition to the removal of any Improvements, Lender may.require Grantor-to make
arrangements satisfactory o Lender to replace such Improvements with Improvemenits of at least e_qua! value,’

Lender’s Right io Enler. Lender and Lender's agents and represantatives may enter upan lh'é--'ﬁlagl --P'(__op“é.rty éi,_:_all
reasonable times to altend to Lender’s interests and to inspect the Real Properly for purposes of Grantor's compliqnoe
with the terms and conditions of this Deed of Trust, Lo R T

Compliance with Governmental Requirements. Grantor shall promptly comply, and shall promptly qaus‘;e_ compliance
by all agents, tenants or other persons or entities of every nature whatsoever who rent, lease or otherwise:use or occupy .
the Propedy In any manner, with all laws, ordinances, and regulations, now or hereafter in effect, of all gove_rnmgnta!_:
authorities applicable to the use or occupancy of the Property, including without limitation, the Americans With Disabilities .
Act. Grantor may contest in good faith any such law, ordinance, or regulation and withhold compliance during any .-
proceading, including appropriate appeals, so long as Grantor has notified Lender in writing prior to doing so and ¢ -
long as, in Lender's sole opinion, Lender's interesis in the Property are not jeopardized. Lendesr may reguire Grantor 1o+
post adequate security or & surety bond, reasonably salistactory to Lender, 1o protect Lender's interest.

Duty fo Protect. Grantor agrees neither to abandon nor leave unatiended the Property. Grantor shall do all other écts, '

NNA AR

, Skagit County Auditor
10/11/2001 Page 20of 8 1:50:28PM




D DEED OF TRUST
+~ Loan No: 1050000655 {Continued) Page 3

i éddition to those acts set forth above in this section, which from the character and use of the Property are reasonably
¢ " netessary to protect and preserve the Property.

- Cofistruction Loan, If some or all of the proceeds of the loan creating the Indebtedness are to be used to construct or
complele construction of any Improvements on the Property, the Improvements shall be completed no later than the
:malurity date of the Note (or such earlier date as Lender may reasonably establish) and Grantor shall pay in full all costs
‘and expenses: in connection with the work. Lender will disburse loan proceeds under such terms and conditions as
Lender may deem reasonably necessary to insure that the interest created by this Deed of Trust shall have priority over
all possible-liens, including those of maleria! suppliers and workmen. Lender may require, among other things, that
disbursement-requests be supported by receipted bills, expense affidavits, waivers of liens, consiruction progress
reports, and such cther documentation as Lender may reasonably request,

TAXES AND;fLIENS. ’The "'folfoyving provisions relating to the taxas and liens on the Property are part of this Deed of Trust:

Payment. Grantor shall pay when due {and in all events pricr to delinquency) all taxes, special taxes, assessments,
charges (including water-ard sewer), finas and impositions levied against or on account of the Property, and shall pay
when due all claims for work done on or for services rendered or material furnished to the Proparty. Granlor shall
maintain the Property. fiee of all liens having priority over or equal to the interest of Lender under this Deed of Trust,
except for the lign of taxes and agsessments not due and except as otherwise provided in this Deed of Trust.

Right fo Coniest. Grantor-may withhold payment of any tax, assessment, or claim in connection with & good faith
dispute over the cbligation to-pay, so long as Lender's interast in the Property is not jeopardized. If a lien arises or is
fied as a result of nonpayment, Graritor shall within fifteen (15) days after the lien arises or, if & lien is filed, within fifteen
{15) days after Grantor has notice-of.the filing, secure the discharge of the lien, or if requested by Lender, deposit with
Lender cash or a sufficient corporale surety bond or other security salistactory o Lender in an amount sufficient to
discharge the lien plus any costs and attorneys’ fees, or other charges that could accrue as a result of a forsclosure or
sale under the lien. In any contest, Grantor shall defend itself and Lender and shall salisty any adverse judgment before
enforcemsnt against the Prapery.. Granlor:shall name Lender as an additional obligee under any surety bond furnished
in the contest proceedings. .. °

Evidence of Payment. Grantor shali ":upﬂn demand furnish to Lender satisfactory evidence of payment of the taxes or
assessments and shall authorize the appropriate-governmental official to deliver to Lender at any ime a written statement
of the taxes and assessments against the Property. -

Notice of Construction. Grantor shall.nélify Lender at least fiiesn (15) days before any work is commenced, any
services are furnished, or any malerials are supplied to the Property, if any mechanic’s lien, materialmen's lien, er other
lien ¢could be asserted on account of the work; services; or materials. Grantor will upon request of Lender furnish to
Lender advance assurances safisfactory to Landar that Grantor can and will pay the cost of such improvements.

PROPERTY DAMAGE INSURANCE. The follﬁwing ﬁ'foviéions relaling to insuring the Property are a part of this Deed of
Trust.

Maintenance of Insurance. Grantor shall procure and maintain policies of fire insurance with standard exiended
coverage endorsements on a fair value basis for:tha full insurable value covering all Improvements on the Real Property
in an amount sufficient 1o avoid application of any ceinsurance clause, and with a standard morigagee clause in favor of
Lender. Grantor shall alse procure and maintain comprehensive ganeral liability insurance in such coverage amounts as
Lender may reguest with Truslee and Lender being nameg as-additional insurads in such Rability insurance policies.
Additionally, Grantor shall maintain such other insurance, including but not limited to hazard, business interruption, and
boiler insurance, as Lender may reasonably require. Policies shall be: written in form, amounts, coverages and basis
reasonably acceptable to Lender and issued by a company. or comipanies reasonably acceptable to Lender. Grantor,
upon request of Lendsr, will deliver to Lender from time to-time the. policies or cerfificates of insurance in form
salisfactory to Lender, including stipulations that coverages will.not ba-cancelled or diminished without at least ten (10)
days prior written notice to Lender. Each insurance policy also shalFinclida an endorsement providing that coverage in
tavor of Lender will not be impaired in any way by any act, omissipn.or default of Grantor or any cther persen. Should
the Real Property be located in an area designated by the Direclor of the Federal Emergency Management Agency as a
special flood hazard area, Granior agrees to obtain and maintain ‘Federal Flood Insurance, if available, within 45 days
after notice is given by Lender that the Property is located in a speciat flobd hazard area, for the fuli unpaid principal
balance of the loan and any prior liens on the property securing the loan, upto.the maximum policy limits set under the
National Flgod Insurance Program, or as otherwise required by Lender, and to maintain such insurance for the term of
the lpan. P

Application of Proceeds. Grantor shall promptly nolify Lender of any loss or damage.to the Property. Lender may
make proof of loss if Grantor fails to do so within fitteen {15} days of the casually, Whether or not Lender's securily is
impaired, Lender may, at Lender's eleclion, receive and relzin the proceeds of ary insurance and apply the proceeds to
the reduction of the indsbledness, payment of any lien affecting the Property; or the resioration and repair of the
Property. It Lender slects to apply the proceeds to restoration and repair, Grantor shall repair or replace the damaged or
destroyed Improvements in a manner satisfactory to Lender. Lender shall, upon salistdctory preof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in default
under this Deed of Trust. Any proceeds which have not been disbursed within 180.days-after their receipt and which
Lender has not committed to the repair or restoration of the Property shall be used first to-pay.-gny amount owing to
Lender under this Deed of Trusl, then to pay accrued interest, and the remainder, if any, shall be applied to the principal
balance of the Indebtedness. If Lender holds any proceeds after payment in full of the Indebledness, such procesds
shall be paid without intarest to Grantor as Grantor’s Interests may appear. U

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass toihe pﬁ?@hééer of the
Property covered by this Deed of Trust at any trustee’s sale or other sale held under the provisions &f this Deed.of Trust,
or at any foreclosure sale of such Proparty. S

Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, G'ra'ﬁior sﬁall-'“f'u'rnis‘h_‘to
Lender & report on each existing poiicy of insurance showing: (1) the name of the insurer; (2) the risks‘instred;. ®

the amount of the palicy; {4) the property insured, the then current replacement value of such property, &nd the manfer.

of determining that value; and (5) the expiration date of the poiicy. Grantor shall, upon request of Lender, have an .

independant appraiser satisfactory to Lender determing the cash value replacement cost of the Property.

LENDER’S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender’s Inte'r_asf’i'nfihe

Property or if Grantor fails to comply with any provision of this Dead of Trust or any Related Documents, including but not

limited to Grantor's failure to discharge or pay when due any amounts Grantor is required to discharge or pay under this Deed .- .
of Trust or any Related Documents, Lender on Grantor's behalf may (but shall not be obligated to} take any action that Lender™ .+

deems appropriate, including but not limited to discharging or paying ali taxes, liens, securily interests, encumbrances and.*

other claims, at any time Ieyied or placed on the Property and paying all costs for insuring, maintaining and preserving the
Property. All such expandltu.res incurred or paid by Lender for such purposes will then bear interest at the rate charged
under the Note from the date incurred or paid by Lender fo the date of repayment by Grantor. All such expenses will become

a part of the Indebtedness and, at Lender's option, will (A) be payable on demand; {B) be added to the balance of the §
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* Note arid be apportioned among and bs payable with any instaliment payments to become due during eithar (1) the term of
.any.applicable insurance pelicy; or {2) the remaining term of the Note; or (C) be treated as a balloon payment which will be
“diie and payable at the Note's maturity. The Deed of Trust also will secure payment of these amounts, Such right shall be in

. additionto all other rights and remedies to which Lender may be entitled upon Detault,

')I}VAR:RANTY; DEFENSE OF TITLE. The following provisions relating to cwnership of the Property are a part of this Deed of
rust: i
" Titte. Grantor warrants that: (a) Grantor holds good and marketable tilie of record to the Property in fee simple, free
and.clear of all'liens and encumbrances other than those set forth in the Real Property descriplion or in any title
insurance palicy, title report, or final tille opinion issused in faver of, and accepted by, Lender in connection with this Deed
of Trust, gn'd_ ib) G[an}or has the full right, power, and authority to exscuts and deliver this Deed of Trust to Lender.

Defenge of Title, Subject to the exception in tha paragraph above, Grantor warrants and will forever defend the title to
the Properly against the fawful claims of all persons. 1n the event any action or proceeding is commenced that questions
Grantor’s fitle or'the interest of Trustee or Lender under this Deed of Trusl, Grantor shall defend the action at Grantor's
expense. Grantor'may be-the nominal party in such proceeding, but Lender shall be entitied to participate in the
proceeding and-to_be. repiesented in the proceeding by counsel of Lender's own choice, and Grantor will deliver, or
cause to be deliverad, to Lender such instruments as Lender may request from time to time o permit such participation.

Compliance With Laws:” Grantor warrants that the Property and Grantor's use of the Property complies with all existing
applicable laws, ordinances, and regulations of governmental authorities.

Survival of Representat'l'on?sm and"Warranties. All representalions, warranties, and agreemants made by Grantor in this
Deed of Trust shall survive the execution and delivery of this Dsed of Trusl, shall be continuing in nature, and shall
remain in full force and eftect until such time as Grantor's Indebtedness shall be paid in full.

CONDEMNATION. The followi:r‘lg-_:provision_:s relating to condemnation proceedings are a pert of this Deed of Trusk:

Proceedings. If any proceeding in conderrination s filed, Grantor shall promptly notity Lender in writing, and Grantor
shall promptly take such steps as.may be necessary to defend the action and obfain the award. Grantor may be the
nominal party in such proceeding, but Lender shall be entitled to parlicipale in the proceeding and to be represented in
the proceeding by counsel of its own ¢hoice all at Grantor's expense, and Grantor will deliver or cause to be delivered to
Lender such instruments and documentation”@s: may be requested by Lender from fime to time to permit such
participation, a

Application of Net Proceeds. [f all or-any part of the Property is condemned by eminent domain proceedings or by any
proceeding or purchase in lieu of candemnatlion, Lender may at its slection require that all or any portion of the net
proceads of the award be applied to the Indebtedness or the repair or restoration of the Property. The net proceeds of
the award shall maan the award after payment of ali reasonable costs, expenses, and attorneys’ fees incurred by Trustee
or Lender in connection with the condemnation,.«”

IMPOSITION OF TAXES, FEES AND CHARGES BY GbVEHNMENTAL AUTHORITIES. The following provisions relating to
governmental taxes, fees and charges are a part of this.Deed of Trust:

Current Taxes, Fees and Charges. Upon request:by Lender, Grantor shall execute such documents in addition to this
Deed of Trust and take whatever other action is requested by Lender to perfect and continue Lender’s lien on the Real
Property. Grantor shall reimburse Lender for all taxes, as described below, logether with all expenses incured in
recording, perfecting or centinulng this Deed of Trust, including without limitation all taxes, fees, documentary stamps,
and other charges for recording or registering this Deed of Trust, ok

Taxes. The following shall constitute taxes to which this: section applies: (1) a specific tax upon this type of Deed of
Trust or upon all or any part of the Indebladness secured by this Deed of Trust; (2) a specific tax on Grantor which
Grantor is authorized or required to deduct from payments on the Indebtedriess secured by this type of Deed of Trust;
{3} a tax on this type of Deed of Trust chargeable against the Lendar or the holder of the Nole; and (4} a specific tax on
all or any portion of the Indebtedness or on payments of principal and.interest made by Grantor,

Subsequent Taxes. If any tax to which this section applies is enacted subseguent to the date of this Deed of Trust, this
event shali have the same effect as an Event of Defaull, and Lendar may exercise any or all of its available remedies for
an Event of Default as provided below unless Grantor sither (1) “pays the.lax before it becomes delinquent, or (2)
contests the tax as provided above in the Taxes and Liens sectich-and deposits with Lender cash or a sufficient
corporate surety bond or other security satisfactory to Lender. R

SECURITY AGREEMENT; FINANCING STATEMENTS. Ths following provisions :_r'élaﬁng té tﬁis Deed of Trust as a security
agreement are a part of this Dead of Trust: ;

Securlty Agreement. This instrument shall constifute a Securily Agreement:to‘the “axtent_a-ﬁiof the Property conslitutes
fodures, and Lender shall have all of the rights of a secured party under the Uniferm Commercial Code as amended from
time o time. AT aF

Security Interest. Upon request by Lender, Grantor shall execute financing statemants and take whatever other action
is requested by Lender to perfect and continue Lender’s security interest in the Rents and Persanal Praperty. in addition
to recording this Deed of Trust in the real properly records, Lender may, at any lime and-wittiout further authorization
from Grantor, file executed counterparts, copies or reproductions of this Deed of Trust as a financing statement, Grantor
shall reimburse Lender for all expenses incurred in perfecting or continuing this security interest. Upon default, Grantor
shall not remove, sever or detach the Personal Praperty from the Property. Upon default_..,f_ar_an{or shall assemble any
Personal Property not affixed to the Property in a manner and at a place reasonably convenient.to.Grantor and Lender
and make it available to Lender within three (3) days after receipt of written demand from Lender to'the extent permitted
by applicable law. N

Addresses. The mailing addresses of Grantor {debtor) and Lender (secured parly) from whicr] infbrmétio_n--bqnce__rning
the security interest grantad by this Deed of Trust may be obtained (each as required by the Unﬂorm"Commer_mal-ﬁqple)
are as stated on the first page of this Deed of Trust. PO T A

FURTHER ASSURANCES; ATTORNEY-IN-FACT. The following provisions relating to furlher - assurances and
attorney-in—fact are a part of this Deed of Trust: £

Further Assurances. At any time, and from time to time, upon request of Lender, Granlor will make, execute and -
deliver, or will cause to be made, executed or dellvered, lo Lender or to Lender’s designee, and when requestad by
Lender, cause o ba filed, recorded, refiled, or rerecorded, as the case may be, at such times and !n such offices g"r_1d
places as Lender may deem appropriate, any and all such mortgages, deeds of trust, securlfy deads; security.” |
agreements, financing slalements, continuation statements, Instruments of further assurance, cerfificates, and other -
documents as may, in the sole opinion of Lender, be necessary or desirable in order to effectuate, complete, perfect,”
continue, or preserve (1) Granlor's obligations under the Note, this Deed of Trusl, and the Related Documents, and {2)

the liens and security interests created by this Deed of Trust as first and prior liens on the Property, whether now owned
or hereafter acquired by Granter. Unless prohibited by law or Lender agrees to the contrary in writing, Grantor shall -
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: .felrnb'{rrse Lender for all costs and expenses incurred in connection with the matters referred to in this paragraph.

" AHorney-in-Fact. If Grantor fails to do any of the things referred to in the preceding paragraph, Lender may do so for

<" and in.the name of Grantor and at Grantor’s expense. For such purposes, Grantor hereby irrevocably appoints Lender
ds Grantor's aftorney—in—fact for the purpose of making, executing, delivering, fiting, recording, and doing all other things
-as’' may be necessary or desirable, in Lender's sole opinion, to accomplish the matters referred to in the precading
‘paragraph.: ;

FULL: PERFORMANCE. If Grantor pays all the Indebtedness when dus, and otherwise performs all the cbligations impesed
upon Grantor undar-this'Deed of Trus!, Lender shall execute and deliver to Trusles a request for full reconveyance and shall
execute and deliver. to-Grantor suitable statements of termination of any financing stalement on file evidencing Lender’s
security interest in the Rents and the Personal Property. Any reconveyance fee shall be paid by Grantor, if parmitted by
applicable law..-Tha grantee in any reconveyance may be described as the "person or persons legally entitled therete”, and
the recitals ift'the reconveyance of any matters or facts shafl ba conclusive proof of the truthfulness of any such matters or
facts.

EVENTS OF DEFAULT Each of the following, at Lender's option, shall constitute an Event of Default under this Deed of
Trust:

Payment Defauit. Granter fa|ls to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to' comply with or to perform any other term, obligation, covenant or condition contained in
this Deed of Trust or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or
condition contained i in any other agreement between Lender and Grantor.

Compiiance Default. Farlure_to comply ‘with any other term, obligation, covenant or condition contained in this Desd of
Trust, the Note or in any of the Related Documents. If such a failure is curable and if Grantor has not been given a
notice of a breach of the same provision of this Deed of Trust within the praceding twelve (12) months, it may be cured
{and no Event of Defaull will hiave occurred) if. Grantor, after Lender sends wrien notice demanding cure of such failure:
{a) cures the failure within fifteen (15) days;-or {b) if tha cure requires mora than fiteen (15) days, immediately initiates
steps sufficient to cure the failure and thereafter continues and completes all reasonable and necessary steps sufficient
to produce compliance as scon ag: reasonably practrcal

Default on Other Paymenis. Fallure of Grantor. W|th|n the fime required by this Deed of Trust lo make any payment for
taxes or insurance, or any ather peymenl neoeesary to prevent filing of or to effect discharge of any lien.

False Statemenis. Any wamanty, repreeenlahcn or statemsent made or furnished to Lender by Grantor or on Grantor's
behalf under this Deed of Trust or the Related _Ddcumente is false or misleading in any material respect, sither now or at
the time made or furnished or becomes faise or misleading at any lime thereafter.

Defective Coliateralization. This Deed of Trustor. any of the Related Documents ceases to ba in full force and effect
(including failure of any collateral dccument to create a valid and perfected security interest or lien) at any time and for
any reason.

Death or Insolvency. The death of any Grantor;. the insolvency of Grantor, the appointment of a receiver for any part of
Granter's property, any assignment for the benefit. of creditors, any-type of creditor workout, or the commencement of
any proceading under any bankruptcy or insolvency laws by oF agarnst Grantor.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture procesdings, whether by judicial
proceeding, seli-help, repossession or any other method, by any creditor of Grantor or by any governmenial agency
against any property securing the Indebledness. This includes a garnishment of any of Granlor's accounts, including
deposit accounts, with Lender. However, this Event of Defauilt shall not apply if there is a good faith dispute by Grantor
as to the validity or reasonableness of the clalm which is the basis.of the créditor or forfeiture proceedlng and if Grantor
gives Lender writtan notice of the crediter or forfeiture proceeding and deposils with Lender monies or a surety bond for
the credilor or forfeiture proceeding, in an amount determined by Lender, inits: sole disceslion, as being an adequate
reserve or bond for the dispute.

Breach of Other Agreement. Any breach by Grantor under the terms of any other agreemant belween Grantor and
Lender that is not remedied within any grace period provided thersin; inciiding. without limitation any agresment
concerning any indsbtedness or other obligation of Grantor to Lender, whether eXIStlng now or latar.

Evenis Affecting Guarantor. Any of the preceding events occurs with res.pect to any guarantor, endorser, surety, or

accommodation parly of any of the Indebtedness or any guarantor, endorser; surety, or accommaodation party dies or

becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the indebtedness. In lhe

event of a death, Lender, at its opfion, may, but shall not be required to, permit the' guarantors esfate to assume

lugncerd;trgngly the obligations arising under the guaranty in a manner sallsfaciory to Lender. and, in doing so, cure any
vant of Default.

Adverse Change. A material adverse change occurs in Grantor's financial condmon or Lender beheves the prospect of
payment or performance of the Indebladness is impaired.

Right to Cure. If such a failure is curable and if Grantor has nol been given a nohce of a breach dt the same provision
of this Deed of Trust within the preceding twelve (12) months, it may be cwed (and _no-Event of Default will have
occurred) if Grantor, after Lender sends written notice demanding cure of such failure: (a) cures the taifure within fiffean
(15) days; or (b} if the cure requires mare than fitteen (15) days, immediately intlates steps.sutfidiént to curg the failure
and thereafier continues and completes all reasonable and necessary steps sufficient to prdduce complrance as soon as
reasonably practical.

RIGHTS AND REMEDIES ON DEFALLY. If an Event of Default occurs under this Deed of Trust af any hme lhereeﬂer,
Trustee or Lender may exercise any one or more of the tollowing rights and remedies:

Election of Remedies. Election by Lender to pursue any remedy shall not exclude pursuit of any dlher remedy, and an
elsction to make expenditures or to take action o perform an cbligation of Grantor under this Deed of Trusl after
Grantor’s failure to perform, shall not affect Lender’s right to declare a default and exercise ils remedies.. ©.

Accelerale Indebiedness. Lender shall have the right at its option fo declare the enlire Indebtedness lmmedrately duewuﬁf:
and payable, including any prepayment penalty which Grantor would be required to pay. :

Foreclosure. With respect to all or any part of the Real Properly, the Trustee shall have the right to exercrse its power off
sale and lo fareciose by notice and sale, and Lender shall have the right to foreclose by judicial foreclosura, in erther
case in accordance with and to the full extent provided by applicable law. 7

UCC Remedles. With respect to all or any part of the Personal Property, Lender shall have all tha rights and remedles ofs-"m
& secured party under the Uniform Commercial Code.

Collect Rents. Lender shall have the right, without nofice 1o Grantor to take possession of and manage the Prdpedy
and collect the Rents, including amounts past due and unpaid, and apply the net proceeds, over and above Lenders .

|
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[ 7 cosls; against the Indebledness. In furtherance of this right, Lender may require any tenant or other user of the Property
¢ ‘-~to.make payments of rent or use fees directly 1o Lender. if the Rents are collected by Lender, then Grantor irrevocably
i designates Lender as Grantor's attorney-in—fact to endorse instruments received in payment thereof in the name of
~ Grantor and. to negofiate the same and collect the proceeds. Payments by tenants or other users to Lender in response
to Lender's demand shall satisty the obligations for which the payments are made, whether or not any proper grounds
: for"lrlle demand existed. Lender may exercisa its rights under this subparagraph either in person, by agent, or through a

s racelver.

‘Appoint Recelver. Lender shall have the right to have a recsiver appointed to take possession of all or any part of the
Property, with the power to protect and praserve the Property, to aperate the Property preceding or pending forsclosure
or sale;’and o collsct the Rents from the Property and apply the proceeds, over and above the cost of the receivership,
against the Indebledness. The receiver may serve without bond if permitted by law. Lender's right to the appoiniment
of a roegeiver shall exist whether or not the apparent vatue of the Properly exceeds the Indebtedness by a subslantial
amount. Employment by-Lender shall not disqualify a person from serving as a receiver.

Tenancy at Sufferante, .['Grantor remains in possession of the Property after the Property is sold as provided above or
Lender otherwise becomes entitled to possesslon of the Property upon default of Grantor, Grantor shall become a
tenant at sufferance.of Lender or the purchaser of the Properly and shall, at Lender’s option, either (1) pay a
reasonable rentat for the ‘use of the Proparty, or (2) vacate tha Property immediately upon the demand of Lender.

Other Remedies. Trustee of Lender shall hava any other right or remedy provided in this Deed of Trust or the Nots or
by law.

Notice of Sale. Lendsr shall.give Grantor reasonable notice of the time and place of any public sale of lhe Personal
Property or of the time. after which any private sale or other intended disposition of the Paersonal Property is to be made.
Reasonable notice shall maan nolice given at least ten (10) days before the time of the sale or disposition. Any sale of
Personal Property may be mdde in conjunction with any sale of the Real Property.

Sale of the Property. To the exient pérmitted by applicable law, Grantor hereby waives any and all rights to have the
Property marshalled. In exareisingits rights and remedies, the Trustee or Lender shall be tree to sell all or any part of the
Property together or separalely, |n"one'sale or by separate sales. Lender shall be antitled to bid at any public sale on all
ar any portion of the Property. C .

Altorneys’ Fees; Expenses. |f Lender. insfitutes any suit or action to enforce any of the terms of this Deed of Trust,
Lander shall be entitted fo recover suth sum’as the court may adjudge reasonable as attorneys’ fees at trial and upon
any appeal. Whether or not any coutt dclion is involved, and to the extent not prohibited by law, all reasonable
axpenses Lender incurs that in Lender's: opinion are necessary at any time for the protection of its interest or the
enforcement of its rights shall become a part of the Indebtedness payable on demand and shall bear interest at the Nole
rate from the date of the expenditure until repaid: Expenses covered by this paragraph include, without fimitation,
howaver subject to any limits under applicable law, Lénder’s attorneys' fees and Lender's lagal expenses, whether or not
there is a lawsuit, including attorneys’ fees and expsnses for bankruptey proceedings (including efforts to modify or
vacate any automalic stay or injunction), appeals, and any anficipated pesi-judgment collection services, the cost of
searching reccrds, obtaining title reports (including forectosure reports), surveyors' reports, and appraisal fees, title
insurance, and fees for the Trustes, to the extent permitted by applicable law. Grantor also will pay any court costs, in
additlon to alt other sums provided by law.

Rights of Trustee. Trustee shalt have all of the rights and duties of Lender as set forth in his section.

POWERS AND OBLIGATIONS OF TRUSTEE. The following prdbisions"fre_laling to the powers and obligalions of Trustee
(pursuant lo Lender's instruclions) are part of this Deed of Trust: *

Powers of Trustee. In addition to all powers of Trustes arising-as a.matter. of faw, Trustee shall have the power fo take
the following actions with respect to the Property upon the written-request of Lender and Grantor: (a) |oin in preparing
and filing a map or plat of the Real Property, including the dedication of streels-or other rights to the public; (b) join in
granting any easement or creating any reskriction on the Real Property; and (¢} join in any subordination or other
agreement affecting this Deed of Trust or the interest of Lender under.this Deed: of Trust.

Obligations to Notify. Trustes shall not be obligated to nofify any. other paﬁy_;éf a pending sale under any other trust
deed or lien, or of any action or proceeding in which Grantor, Lender, or Trustee-shall be a parly, unless required by
applicable law, or unless the action or proceeding is brought by Trustes.. -~ -~ "

Trustee. Trustee sha!l meet all qualifications required for Trustee under agplicable law.: In addition to the rights and
ramedies set forth above, with respect to all or any part of the Property, the Trustee shall ‘hava the right to foreclose by
notice and sale, and Lender shall have tha right to foreclose by judicial foreclosurs, in either case in accordance with and
to the full extent provided by applicable law. B B

Successor Trustee. Lender, at Lender's option, may from time to time appoint-d successor Trustee to any Trustee
appointed under this Deed of Trust by an instrument execuled and acknowledged by-Lender and recorded in the office
of the recorder of Skagit County, State of Washington. The instrument shall contairy in addition-to all other matters
required by state law, the names of the original Lender, Trustes, and Grantor, the book and.page’or the Auditor's File
Number where this Dead of Trust Is recorded, and the name and address of the successor trustee, and the Instrument
shall be exscuted and acknowledged by Lender or its succassors in interest. The successor trusteg; without conveyance
of the Property, shall succeed to all the title, power, and duties conferred upon the Trustee'in this Deed of Trust and by
applicable law. This procedure for substitution of Trustes shall govern to the exclusion .of all-other provisions for
substitution. S T

NOTICES. Subject to applicable law, and except for nolice required or allowed by law to be given‘in‘anolher manner, any
notice required to be given under this Deed of Trust, inciuding withoul limitation any notice of default and any notice. of sale
shall be given in writing, and shall be effective when actually delivered, when actually received by .le'!efa‘csimil'e&(unlegs
otherwise required by law), when deposited with a nationally recognized overnight caurier, or, if mailgd, when.deposited in
the United States mail, as first class, cerfified or registered mail postage prepaid, directed to the addresses shown near-the
beginning of this Deed of Trust. Al copies of notices of foreclosure from the holder of any lien which has priority“gver.this
Deed of Trust shall be sent to Lender's address, as shown near the beginning of this Deed of Trust. Any parly may changa its.

address for notices under this Deed of Trust by giving formal written notice to the other parties, specifying that the purposg of .
the notice is lo change the party's address. For notice purposes, Grantor agrees to keep Lender Informed.at.all times of i
Grantor's current address. Subject to applicable law, and except for notice required or allowed by law to be giver In another:

manner, if there is more than cne Granlor, any notice given by Lender to any Grantor Is deemad to ba notice giv 'q..-tb_:~-'i;|}‘
Grantors. -

MISCELLANEOUS PROVISIONS. Tha following miscellaneous provisions are a part of this Deed of Trust:

Amendments. This Desd of Trust, fogether with any Related Documents, constitutes the entire understanding and

agreement of the parties as to the matters set forth in this Deed of Trust. No alteration of or amendment fo this Deed of

Trust shall be effective unless given in writing and signed by the party or parties soughl to be charged or bound by the

LT
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' alteration or amendment.

" " Ahnual-Reports. If the Properly is used for purposes other than Grantor's residence, Grantor shall furnish to Lender,

- upen request, a certified statement of net operating income received from the Properly during Grantor's previous fiscal

year-in such form and delail as Lender shali require. "Nat operafing income" shall mean all cash receipts from the
Property lass all cash expenditures mada in connection with the aperation of the Property.

:’Caplion Headings. Caption headings in this Deed of Trust are for convenience purposes only and are not to be used to
interpret.or define-the provisions of this Deed of Trust.

Merger.- Therg éhail-be no merger of tha interest or estate created by this Deed of Trust with any other interest or estale
in the Property at any time held by or for the benefit of Lender in any capacily, without the written cansent of Lender.

Govern_lhg.thw."’ _This,Deed of Trust will be governed by, construed and enforced in accordance with federal law
and the:laws of the Siate of Washington. This Deed of Trust has been accepted by Lender in the State of
Washington. ~

Cholce of Venue-.:"if_thére is & lawsuit, Grantor agrees upon Lender’s request to submit to the jurisdiction of the courts of
Whatcom Counly, Slale‘of Washington.

Joint and Several l.léb_i_iity. ____A]I____obligalions of Grantor under this Deed of Trust shall be joint and several, and all
references to Grantor shall meéan-each and every Grantor. This means that each Grantor signing below is responsible for
all obligations in this Deed:of Trust.

No Walver by Lender. Lender shall not be deemed lo have waived any rights under this Deed of Trust unless such
waiver is given in writing and signed by Lender. No delay or omission on the part of Lender in exercising &ny right shall
operate as a waiver of such rght or any other right. A waiver by Lender of a provision of this Deed of Trusl shall not
prejudice or conshitute a waiver of Lender’s right otherwise to demand strict compliance with that provision or any other
provision of this Deed of Trust. No prior waiver by Lender, nor any course of dealing between Lender and Grantor, shall
constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future ransactions. Whenever
the consent of Lender is reguired.under this Deed of Trust, the granting of such consent by Lender in any instance shall
not constitute conlinuing consent to subséquent instances where such consent is required and in ali cases such consent
may be granted or withheld in the sole discretion-of Lender.

Severability. It a court of compsatant jurisdiclionfinds any provision of this Deed of Trust to be illegal, invalid, or
unenforceable as to any person or circumétance, that finding shali not make the offending provision illegal, invalid, or
unenforceable as lo any other person or circumslance. |f feasible, the offending provision shall be considered modified
so that it becomes legal, valid and enforceable.” If the offending provision cannot be so modified, it shall be considered
delsted from this Deed of Trust. Unless otherwise-required by law, the illegalily, invalidity, or unenforceability of any
provision of this Deed of Trust shali not affect the-legality, validity or enforceability of any other provision of this Deed of
Trust. :

Successors and Assigns. Subject to any limitations stated in this Deed of Trust on transfer of Grantor’s interest, this
Deed of Trust shall be binding upon and inure to the benefit of the parties, their successors and assigns. | ownership of
the Property becomes vesled in & person cther thar.Grantor, Lender, without nolice to Grantor, may deal with Grantor's
successors with reference to this Deed of Trust and the Indebledness by way of forbearance or extension without
releasing Grantor from the obligations of this Deed of Trust or lizbility, under the Indabtedness.

Time is of the Essence. Time is of the essence in the performénce of th|s Deed of Trust.

Walve Jury. All parties o this Deed of Trust hereby w;life the right to any jury trial in any action, proceeding, or
counterclaim brought by any party against any other party. .- -~

Walver of Homestead Exemption. Grantor hersby releasss and‘;:wai_‘\;rg;"al_! rights and benefits of the homestead
exemption laws of the State of Washington as to all Indebtedness secured by this Deed of Trust.

DEFINITIONS. The following capitalized words and terms shall have the féllowing meanings when used in this Deed of Trust.
Unless specifically stated to the contrary, all references to dollar amourits 'shail mean amounts in lawful meney of the United
States of America. Words and terms used in the singular shall include the'plural,sand tha plural shall inciude the singular, as
the context may require. Words and terms not otherwise defined in this Deed of Trust-shall have the meanings attributed to
such terms in the Uniform Commercial Code: e

Beneficiary. The word "Beneficiary" means Horizon Bank, and its successorsfa_n&'assiQi;Sii:

Borrower. The word "Borrower™ means John Ellis and Shannon Eliis, and ail Gther persbrg_é and entitias signing the Note
in whalever capacity. L

Deed of Trust, The words Deed of Trust" mean this Deed of Trust among é‘rani_ﬁr'-,- Le,nd:e;,:é:hd Trustee, and includes
without limitation all assignment and security interest provisions relating to the Personal Property and Rents.

Default. The word "Default” means the Default set forth in this Deed of Trust in the secﬁo'h titled_:;Déf'ault".

Environmental Laws. The words "Environmental Laws" mean any and alt state, federal and local statutes, regulations

and ordinances relating to the proleclion of human health or the environment;. includirig without limitation the

Comprehensive Environmantal Response, Compensation, and Liability Act of 1980, ds-amended,-42°'U.5.C. Section

9601, et seq. ("CERCLA"), the Superfund Amendmants and Reauthorization Act of 1986, Pub.'L, No. 99499 ("SARA"),

the Hazardous Malerials Transportation Act, 49 U.S.C. Section 1801, st seq., the Resource-Corservation. and Recovery

f‘;ct, ?2 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulations.adopled pursuant
areto. S

Event of Default. The words "Event of Default” mean any of the events of default sel forth in this Dead-of Tristin the
events of default section of this Deed of Trust. ST

Grantor. The word "Grantor" means John Ellis and Shannon Ellis.

Guaranty. The word "Guaranly” means the guaranty from guarantor, endorser, surety, or accom’fnddaﬁch."bany“l'b_
Lender, including without limitation a guaranty of all or part of the Note. oA T

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quan'iity; H
concentration or physical, chemical or infectious characteristics, may cause or pose a present or potential hazard'to.
human health or the environment when impropery used, treated, stored, disposed of, generated, manufactired, -
transported or otherwise handled. The words "Hazardous Substances" are used in their very broadest serise and .
include withaut limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the®
Enviranmental Laws. The term "Hazardous Substances” also includes, withaut limitation, petroleum and petroleum.
by-products or any fraction thereof and asbestos.

Improvements. The word "Improvements” means all existing and fulurs improvemants, buildings, structures, mobile
homes affixad on the Real Property, facilities, additions, replacements and other construction on the Real Property,

.
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* Indebledness. The word "Indebledness™ means all principal, interest, and other amounts, costs and expenses payable
_~under the Note or Related Documents, together with all renewals of, extensions of, modifications of, consolidations of
+ and substitutions for the Nole or Related Documents and any amounts expended or advanced by Lender to discharge
-~ Grantor's gbligations or expenses incurred by Trustee or Lender to enforce Granlor's obligations under this Deed of
Arustytogether with interest on such amounts as provided in this Desd of Trust.

g"lféhder. The word "Lender” means Horizon Bank, its successors and assigns.

: Note. The word "Note" means the promissory note dated October 1, 2001, in the original principal amount
'0f. $80,500.00 from Grantor to Lender, together with all renewals of, extensions of, modifications of, refinancings of,
consolidations” of, and substitutions for the promissory note or agreemant. The maturity date of this Deed of Trust is
Novernber.1, 2002,

Personal Property.-The words "Personal Property” mean all equipment, fixtures, and other articles of persanal property
now or hersafter-owned by Grantor, and now or hereafter attached or affixed to the Real Property; together with all
accessions, parts, and additions to, all replacements of, and all substitutions for, any of such property; and together with
all issues and profits thereon and proceeds (including without limitation all insurance proceeds and refunds of premiums)
from any sale or, 'other-gisp'osit_ion of the Property.

Property. Tha word "Property” means collsctively the Real Property and the Personal Property.

Real Property. The words "Real Property” mean the real property, interests and rights, as further described in this Deed
of Trust.

Related Documents_,_-*’i"h_e \iqords :':‘ﬁelgted Documents” mean all promissory nofes, credit agreements, [oan agreemenis,
environmental agreements,guardnties, security agreemenls, mortgages, deeds of trust, security deeds, coflateral
mortgages, end all other instruments, agreements and documents, whether now or hereafter existing, executed in
connection with the Indebledness.

Rents. The word "Rents” means all present and future rents, revenues, incoms, issues, royalfies, profits, and other
benefits derived from the Property:, T

Trustlee, The word "Trusteg” tﬁéans Westward Financial Services Inc, whose mailing address is 1500 Cornwall Avenue,
Bellingham, WA 98225 and any substitute or successor trustess.

EACH GRANTOR ACKNOWLEDGES HAVING READ.ALL THE PROVISIONS OF THIS DEED OF TRUST, AND EACH
GRANTOR AGREES TO ITS TERMS. = _ = -

INDIVIDUAL ACKNOWLEDGMENT

STATE OF MSAJ'ﬂq \/@ " ) e,
)88

COUNTY OF 5&6 :Q—/— b |

On this day before me, the undersigned Notary Public, personally appeared John Ellis 'an:d?;_Shannon Ellis, husband and
wife, personally known to me or proved to me on the basis of satisfactory evidente to be the individuals described in and
who executed the Deed of Trust, and acknowledged that they signed the Deed of Trust as. their free and voluntary act and
deed, for the uses and purposes therein mentionag 5

day of @

My commlés!bn 'éxpi';eg- 5}’

UBLIC
8-10-2004

REQUEST FOR FULL RECONVEYANCE

To: , Trustee

The undersigned is the legal owner and holder of all indsbledness secured by this Deed of Trust. You are heteby ‘requested,
upon payment of all sums owing to you, to reconvey without warranty, to the persons entitled thereto, the ‘right, title and".
interest now held by you under the Deed of Trust. : B

Date: Beneficiary:
By:
Its:

LASER PRO Landing, Ver. 5.17,01.05 Gopr. Harland Financlal Sokitions, Inc. 1897, 2001, All Rights Rezarved. = WA PACFIWINACFILPLAGO1FC TR-1782
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